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July 2, 2020
The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
and
Ms. Connie Ridley, Director
Office of Legislative Administration
425 5th Avenue North, Suite 802
Nashville, TN 37243
Ladies and Gentlemen:
We have conducted a performance audit of selected programs and activities of the Office
of Legislative Administration for the period July 1, 2017, through June 30, 2019.
Our audit disclosed one finding, which is detailed in the Audit Conclusions section of this
report. Management of the Office of Legislative Administration has responded to the audit
finding; we have included the response following the finding. We will follow up the audit to
examine the application of the procedures instituted because of the audit finding.
Sincerely,
Deborah V. Loveless, CPA, Director
Division of State Audit
DVL/dww
20/022a

Division of State Audit

Office of Legislative Administration
Performance Audit
July 2020

Our mission is to make government work better.

AUDIT HIGHLIGHTS
We have audited the Office of Legislative Administration for the period July 1, 2017,
through June 30, 2019. Our audit scope included a review of internal controls and compliance
with laws, regulations, policies, procedures, and contracts in the following areas:


information systems,



risk assessment,



expenditures, and



supply room inventory.

KEY CONCLUSIONS

FINDING
 The Office of Legislative Administration and the Office of Legislative Information
Systems did not design or implement sufficient internal controls in certain areas and
did not monitor internal controls in other areas (page 6).

OBSERVATION
The following topic is included in this report because of its effect on the operations of the
Office of Legislative Administration and the citizens of Tennessee:
 Management should continue to improve internal processes for supply room inventory
and year-end inventory reporting (page 10).
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INTRODUCTION

AUDIT AUTHORITY
This is the report on the performance audit of the Office of Legislative Administration.
Section 8-4-109, Tennessee Code Annotated, states the following:
The comptroller of the treasury is hereby authorized to audit any books and
records of any governmental entity created under and by virtue of the statutes of
the state which handles public funds when such audit is deemed necessary or
appropriate by the comptroller of the treasury. The comptroller of the treasury shall
have the full cooperation of officials of the governmental entity in the
performance of such audit or audits.
The audit was conducted pursuant to Section 4-3-304, Tennessee Code Annotated, which
requires the Department of Audit to audit all accounts and financial records of any state
department, institution, office, or agency in accordance with both generally accepted auditing
standards and procedures established by the Comptroller. An audit may include any or all of the
following elements: financial, compliance, economy and efficiency, program results, and program
evaluations.

BACKGROUND
The Office of Legislative Administration supports the operations of the General Assembly
and its committees, commissions, and support agencies and is responsible for administrative,
budgetary, and personnel support, including the functions of payroll, expenditures, revenues, and
purchasing. The office’s Director of Administration and nine staff members are responsible for
the day-to-day operations. The office also provides administrative assistance for the General
Assembly’s Legislative Internship Program.
The Office of Legislative Administration reports to the Joint Legislative Services
Committee (see the organizational chart on page 2). An organizational chart for the Office of
Legislative Administration is on page 3.
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Joint Legislative Services Committee
Organizational Chart
December 2019
Speaker
House of Representatives

Speaker and Lieutenant Governor
Senate

Joint Legislative Services Committee

Office of Legal
Services

Office of Legislative
Administration

Office of
Information
Systems

Legislative
Internship Program
Source: Office of Legislative Administration.
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Office of Budget
Analysis

Facilities
Management

Office of Legislative Administration
Organizational Chart
December 2019
Director of Administration

Intern Program
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Executive Secretary

Administration Manager

Admin/Fiscal Analyst 2 –
Travel

Personnel Manager

Admin/Fiscal Analyst 2 –
Accounts Payable

HR Analyst
Leave/Payroll

Supply Manager

Admin/Fiscal Analyst 2 –
Accounts Payable/Printing

Admin/Fiscal Analyst 2 –
Property/Budget/Security

Source: Office of Legislative Administration.
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AUDIT SCOPE
We have audited the Office of Legislative Administration for the period July 1, 2017,
through June 30, 2019. Our audit scope included a review of internal controls and compliance
with laws, regulations, policies, procedures, and contracts in the areas of information systems, risk
assessment, expenditures, and supply room inventory. Management of the Office of Legislative
Administration is responsible for establishing and maintaining effective internal control and for
complying with applicable laws, regulations, policies, procedures, and provisions of contracts.
We provide further information on the scope of our assessment of internal control
significant to our audit objectives in Appendix 1. In compliance with generally accepted
government auditing standards, when internal control is significant within the context of our audit
objectives, we include in the audit report (1) the scope of our work on internal control and (2) any
deficiencies in internal control that are significant within the context of our audit objectives and
based upon the audit work we performed. We provide the scope of our work on internal control
in the detailed methodology of each audit section and in Appendix 1, and we identify any internal
control deficiencies significant to our audit objectives in our audit conclusions, audit findings, and
audit observations.
For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient
appropriate audit evidence to support the conclusions in our report. Although our sample results
provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the individual sections of this report.
We conducted our audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.
The Comptroller of the Treasury is elected for a two-year term in a joint vote by both
houses of the Tennessee General Assembly (the Senate and the House of Representatives, which
are headed by the Speaker of the Senate and the Speaker of the House, respectively). We do not
believe that the election of the Comptroller of the Treasury by the General Assembly affected our
ability to conduct an independent audit of the Office of Legislative Administration.
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PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report for the Office of Legislative
Administration, dated January 2014, contained two findings. The Office of Legislative
Administration filed its report with the Comptroller of the Treasury on August 14, 2014. We
conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDING
The current audit disclosed that the Office of Legislative Administration resolved the
previous audit finding concerning annual risk assessments. Management partially resolved the
prior finding involving internal controls over the supplies inventory. The current audit disclosed
continuing and new issues in the supplies inventory area, which we have reported in the
Observation on page 10.

AUDIT CONCLUSIONS

INFORMATION SYSTEMS
The Office of Legislative Administration (the office) relies on various information systems
to support the General Assembly and its committees, commissions, and support agencies. The
Office of Legislative Information Systems (LIS) is responsible for providing information
technology services and desktop support to the office’s staff. LIS is also responsible for the
office’s network, which allows employees access to the office’s files and applications.
Audit Results
Audit Objective: Have the Offices of Legislative Administration and Legislative Information
Systems implemented sufficient information systems internal controls, and did
these controls operate as designed and based on industry best practices?
Conclusion:

Management from the Office of Legislative Administration and the Office of
Legislative Information Systems did not design or implement sufficient
internal controls based on industry best practices in certain areas and did not
monitor internal controls in other areas. See the Finding.
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Methodology to Achieve Objective
To achieve our objective, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to information systems, we evaluated
management’s information systems controls based on the Office of Legislative Information
Systems’ information systems policies and industry best practices.
Finding – The Office of Legislative Administration and the Office of Legislative Information
Systems did not design or implement sufficient internal controls in certain areas and did not
monitor internal controls in other areas
The Office of Legislative Administration and the Office of Legislative Information
Systems did not design or implement sufficient internal controls in certain areas and did not
monitor internal controls in other areas. We observed conditions where both offices did not
comply with information systems policies or industry best practices.
Insufficient design, implementation, and operation of internal controls increases the
likelihood of errors, data loss, and unauthorized access to office information. Pursuant to Standard
9.61 of the U.S. Government Accountability Office’s Government Auditing Standards, we omitted
details from this finding because they are confidential under the provisions of Section 10-7-504(i),
Tennessee Code Annotated. We provided the Office of Legislative Administration and the Office
of Legislative Information Systems with detailed information regarding the specific conditions we
identified, as well as the related criteria, causes, and our specific recommendations for
improvement.
Recommendation
Management for the Office of Legislative Administration and the Office of Legislative
Information Systems should ensure that these conditions are corrected by the prompt development
and sufficient implementation of internal controls in these areas. Management from both offices
should ensure that risks associated with this finding are adequately identified and assessed in a
documented risk assessment; document sufficient controls to mitigate the risks; assign staff to be
responsible for ongoing monitoring of the risks and mitigating controls; and take action if
deficiencies occur.
Office of Legislative Administration Management’s Comment
Management in the Office of Legislative Administration [OLA] concurs with the finding.
The Office of Legislative Administration concurs that internal controls must adequately protect all
information systems. Identified risks and controls within the OLA have been addressed and
corrections to system processes have been completed. OLA systems will be annually reviewed to
ensure controls are working as intended.
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Office of Legislative Information Systems Management’s Comment
Management in the Office of Legislative Information System concurs with the finding.
The Office of Legislative Information Systems will implement additional internal controls to
mitigate risks associated with this finding. Procedures will be implemented and will be annually
reviewed to ensure proper internal controls. Plans and procedures will be prepared and annually
reviewed to ensure that internal controls are working as intended.

RISK ASSESSMENT
Risks of noncompliance, errors, fraud, waste, and abuse are mitigated by effective internal
controls. In addition to performing and documenting a risk assessment, it is management’s
responsibility to design, implement, and monitor effective controls in the entity as an ongoing
process to mitigate any identified risks. An ongoing risk assessment process is a basic component
of internal control. The ultimate purpose of a periodic risk assessment is to allow management to
take effective action to eliminate or mitigate each of the risks identified.
Results of Prior Audit
In the Office of Legislative Administration’s January 2014 performance audit, we reported
that management had not fulfilled their responsibility to annually assess the office’s operational
and fiscal risks of noncompliance, errors, fraud, waste, and abuse. Management responded that
they would maintain sufficient documentation of their risk assessment.
Audit Results
Audit Objective: In response to the prior audit finding, did management establish a formal risk
assessment process and conduct annual risk assessments of operational and
fiscal risks of the office’s operations?
Conclusion:

Based on our review, management developed a process to identify risks and
established controls to mitigate those risks. Management completed risk
assessments for 2017 and 2018, with minor documentation issues.

Methodology to Achieve Objective
To achieve our objective, including assessing management’s design and implementation
of internal control as it relates to the risk assessment process, we obtained and reviewed
management’s 2017 and 2018 risk assessments. We interviewed management and staff to gain an
understanding of the process used to complete the assessment.
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EXPENDITURES
The Office of Legislative Administration processes the expenditures of the General
Assembly and its committees, commissions, and support agencies. This includes purchasing
supplies and equipment and processing travel reimbursements and expenditures in support of the
members and employees of the General Assembly. Management and staff are responsible for
ensuring that travel and other expenditures are adequately supported; properly approved and
reimbursed; and correctly recorded in Edison, the state’s accounting system. Section 3-1-106,
Tennessee Code Annotated, describes mileage allowances and per diem reimbursement rates for
members. The office’s 2019 Administrative Policies and Procedures, which follow this statute,
provide guidance to staff and members to ensure they comply with applicable state rules and laws.
Audit Results
1. Audit Objective: Were expenditures adequately supported, properly approved, and correctly
recorded in Edison?
Conclusion:

Based on our testwork, expenditure transactions were adequately supported,
properly approved, and correctly recorded in the accounting system.

2. Audit Objective: Were member and staff travel expenditures adequately supported and
properly approved in accordance with the daily mileage reimbursement
rates and travel regulations in the office’s 2019 Administrative Policies and
Procedures?
Conclusion:

Based on our testwork and review, management designed and implemented
internal controls to ensure that travel expenditures were in accordance with
the office’s 2019 Administrative Policies and Procedures.

Methodology to Achieve Objectives
To achieve our objectives, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to processing expenditures, we reviewed
applicable laws and regulations, interviewed key personnel, and reviewed supporting
documentation to gain an understanding of the internal controls over expenditures. From a
population of 34,296 expenditures, we selected a nonstatistical sample of 25 expenditures, totaling
$9,230, from a total of $21,848,860 for the period July 1, 2017, through June 30, 2019. We
examined the supporting documentation for all 25 items in the sample to determine whether
expenditure transactions were adequately supported, properly approved and reimbursed, and
correctly recorded in the accounting system. From our sample of 25 items, 14 items were related
to travel; we tested those for compliance with the travel policies that the office adopted in the 2019
Administrative Policies and Procedures.
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SUPPLY ROOM INVENTORY
In support of the activities of the General Assembly, the Office of Legislative
Administration maintains general office supplies (such as pens, pencils, and tape) and an inventory
of other items, including United States and Tennessee state flags, certificate paper, and state seals,
for members of the General Assembly and their staff. As of October 16, 2019, the office’s
inventory was valued at $61,813.77. The office’s Supply Manager oversees the legislative supply
room and maintains inventory data through the Edison Inventory Management System. The
Supply Manager is responsible for ordering inventory, maintaining physical custody, processing
transactions for general office supplies, and charging legislative members’ accounts through the
Edison Inventory Management System.
Annual Inventory Count
Prior to the end of each fiscal year, the Comptroller of the Treasury sends a memo to all
fiscal offices and internal audit directors with suggested procedures for completing an annual
inventory of supplies as part of the state’s annual closing of the fiscal year. Suggested procedures
include conducting the inventory count in June, preparing a written plan for the count, checking
the results with another staff member, and ensuring the count is initialed by the counter and the
checker. In both June 2018 and June 2019, Office of Legislative Administration staff conducted
an annual inventory count and sent the results to the Comptroller’s Office.
From our review of the Office of Legislative Administration’s risk assessments for 2017
and 2018, management assessed the annual inventory count as a medium risk and described the
business process for the count as three persons independent of the inventory supply conducting the
count. The Personnel Analyst and the Personnel Manager conducted the inventory count of office
supplies, and an Administrative Analyst conducted the flag inventory count.
Results of Prior Audit
In the office’s January 2014 performance audit, we reported that the office had not
established adequate controls over the supply inventory. We found that the same staff member
performing the annual inventory count also ordered supplies, adjusted inventory records, and
maintained physical custody of the inventory. Additionally, we were not able to reconcile Edison
and supplies purchased in Edison to the office’s purchase and sales documentation because the
total purchase of supplies in Edison did not agree with the office’s list of purchases, and the supply
room logs lacked the value of the items dispensed to staff. The audit recommended that
management design and implement an adequate internal control structure for inventory.
Management did not concur that it had not established adequate controls over its inventory but did
state that the Supply Manager would not participate in future inventories.
Audit Results
Audit Objective: In response to the prior audit finding, did management properly segregate
inventory responsibilities?

9

Conclusion:

While management has implemented new internal controls over the supply
room inventory, management still needs to develop written policies, maintain
pertinent documentation, and segregate duties. See the Observation.

Methodology to Achieve Objective
To achieve our objectives, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to its supply room inventory, we interviewed
staff and management to gain an understanding of how inventory is ordered, received, maintained,
and distributed, as well as how the annual physical inventory counts are conducted. We obtained
the inventory counts for fiscal years ending June 2018 and June 2019 and interviewed staff who
conducted the inventory count. We reviewed the annual risk assessments for 2017 and 2018.
Observation – Management should continue to improve internal processes for supply room
inventory and year-end inventory reporting
From our review of the Office of Legislative Administration’s supply room inventory and
year-end reporting, we found the following:


Management has not developed written policies and procedures for purchasing,
tracking, and inventorying supplies.



The Supply Manager does not always obtain documented approval from the Director
before ordering supplies.



A staff person independent of the supply room did not verify purchased items with the
packing slip.



Management has not prepared a written plan for the annual year-end inventory count
to ensure transparency and accountability. For example, we found that staff conducting
the inventory counts for 2018 and 2019 did not sign the inventory counts. Additionally,
for the 2019 count, staff noted a discrepancy in the inventory count but did not note
that it was corrected in subsequent inventory counts. According to the Supply
Manager, the staff person’s noted discrepancy was a mistake; however, the
documentation we reviewed did not indicate that the inventory discrepancy was invalid.

When internal control processes are absent, management’s risks of loss, theft, abuse, and
error associated with asset inventory are increased. Management should develop written policies
and procedures for purchasing, tracking, and inventorying supplies, as well as for year-end
reporting.
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APPENDICES

APPENDIX 1
Internal Control Significant to the Audit Objectives
The Government Accountability Office’s Standards for Internal Control in the Federal
Government, known as the Green Book, sets internal control standards for federal entities and
serves as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,1
Internal control is a process used by management to help an entity achieve its
objectives . . . Internal control helps an entity run its operations effectively and
efficiently; report reliable information; and comply with applicable laws and
regulations.
The Green Book’s standards are organized into five components of internal control. In an
effective system of internal control, these five components work together in an integrated manger
to help an entity achieve its objectives. Each of the five components of internal control contain
principles, which are the requirements an entity should follow in establishing an effective system
of internal control. We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives, indicate whether internal control was
significant to our audit objectives, and identify which internal control components and underlying
principles were significant to those objectives.
1

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives
Significance
Yes
1 Did FRC staff follow the established
procedures for preparing fiscal notes for filed
bills and complete fiscal notes prior to bills
appearing on the committee calendar?
(Reporting and Compliance)
Yes
2 Has OLA management established sufficient
internal controls over its supplies inventory?
(Operations)
Yes
3 Has OLA management established sufficient
internal controls to ensure that expenditures
are adequately supported and properly
approved? (Operations and Compliance)

1
No

2
No

3
Yes

4
No

5
No

6
No

7
No

8
No

9
No

10
No

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

4 Has OLA management established sufficient
internal controls to ensure that expenditures
for travel are adequately supported and
properly approved in accordance with the
Comprehensive Travel Regulations and, as
applicable, Section 3-1-106, Tennessee Code
Annotated, and travel regulations
promulgated by the Office of Legislative
Administration, per Section 3-13-101 (a)(7),
Tennessee Code Annotated? (Compliance
and Reporting)
5 Has OLA and FRC management established
a process to formally and annually perform
an assessment of operational and fiscal
internal
controls?
(Operations
and
Compliance)
6 Has FRC management established sufficient
internal controls over the contract review
process to ensure that all contracts are
included in the review process? (Compliance
and Reporting)
7 Has FRC management established sufficient
internal controls to ensure that the committee
is
complying
with
all
reporting
responsibilities as defined by state statute?
(Compliance and Reporting)

Yes

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

No

No

8 Has FRC management updated the Staff
Operations and Procedures Manual to ensure
sufficient internal controls over the
evaluation
process
for
employees?
(Operations)
9 Have the Fiscal Review Committee, Office of
Legislative Administration, and the Office of
Legislative Information Systems
implemented sufficient information systems
internal controls, and did these controls
operate as designed and based on industry
best practices? (Operations, Reporting, and
Compliance)

Yes

No

Yes

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

Yes

No

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

No
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APPENDIX 2
Business Unit Codes
301.01
301.07
301.08
301.16
301.17
301.50

General Assembly – Legislative Administrative Services
House of Representatives
State Senate
General Assembly Support Services
Tennessee Code Commission
Fiscal Review Committee
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APPENDIX 3
Expenditure and Revenue Information
Table 1
Office of Legislative Administration
Budget and Actual Expenditures and Revenues for Fiscal Year Ended June 30, 2018

Expenditures Payroll
Operational
Total
Revenues

State
Federal
Other
Total

Recommended Budget*
$2,130,000
2,750,500
$4,880,500

Actual Expenditures and
Revenues†
$1,564,300
3,307,800
$4,872,100

$4,863,500
17,000
$4,880,500

$4,276,400
595,700
$4,872,100

*Source: Tennessee State Budget, Fiscal Year 2017−2018.
†Source: Tennessee State Budget, Fiscal Year 2019−2020.

Table 2
Office of Legislative Administration
Budget and Actual Expenditures and Revenues for Fiscal Year Ended June 30, 2019

Expenditures Payroll
Operational
Total
Revenues

State
Federal
Other
Total

Recommended Budget*
$2,263,700
5,179,900
$7,443,600

Actual Expenditures and
Estimated Revenues†
$1,775,302
4,952,468
$6,727,770

$7,426,600
17,000
$7,443,600

$7,462,800
17,000
$7,479,800

*Source: Tennessee State Budget, Fiscal Year 2018−2019.
†Source: State Audit Information Systems (actual expenditures for fiscal year 2018−2019) and Tennessee State
Budget, Fiscal Year 2019−2020 (estimated revenue for 2019).

14

